Empirical results using Japanese data suggest that social trust improves student language and mathematics achievement test scores in primary and junior high school. After controlling for endogeneity bias, social trust had a greater effect on scores for primary school students than on scores for junior high school students.
Introduction
It is widely known that social capital plays an important role in improving economic efficiency and thus economic development (Knack and Keefer 1997) . In his seminal work, Coleman (1988) was the first to argue that social capital leads to human capital formation. Coleman categorized social capital into trustworthiness of the social environment, information flow capability of the social structure, and norms accompanied by sanctions. However, various proxies for social capital seem to play different roles (Bjørnskov 2006; Paldam 2000) . Therefore, it is necessary to define social capital more rigorously. Recent works have defined social capital as social trust and have examined the effect of social trust on education (Bjørnskov 2009; Papagapitos and Riley 2009; Yamamura 2010 ). Papagapitos and Riley (2009) suggested that social trust enhances secondary school enrollment. Bjørnskov (2009) indicated that social trust leads to growth of schooling.
However, little is known about the effect of social trust on the performance of students 1 . From an economic viewpoint, it is necessary to explore how and the extent to which social trust influences student performance because the return on investment in education is important.
In Japan, nationwide achievement tests are conducted in primary and junior high school.
Subtests include mathematics and Japanese language, with basic and applied parts for each subject.
Student performance is measured by the percentage of correct answers in each category, and performance data are available for each prefecture 2 . The average percentages for 2009 are reported in Table 1 3 . This paper attempts to investigate how social trust affects percentages of correct answers on these tests to examine the effect of social trust on student performance.
1 Anderson (2008) To alleviate any bias arising from this, I used a dummy which takes 1 if the response is "Yes", otherwise 0, excluding "Depends" from the sample as a dependent variable. I obtained similar results from the estimation using this dummy as social trust. However, to save space, these results were not reported. They are available upon request. 5 See more details in Greene (1997, p. 280 ).
Data and Model
MATH and BASIC control for subject and question category, respectively 6 . This paper examined the effect of social trust on human capital formation. Conversely, human capital appears to influence social trust (Huang, van den Brink, and Groot 2009) . The direction of causality is thus ambiguous, resulting in endogeneity bias. Hence, I used the GMM 2SLS method to control for this bias. This paper follows the work of Bjørnskov (2009), who used a measure of absence of corruption as an instrumental variable for social trust when investigating human capital growth. The disclosure of official information enables citizens to keep a close eye on corruption, thus resulting in a reduction in corruption. Since the 1990s, official information has been disclosed when citizens request it 7 . Enactment of official information ordinances is considered to be positively related to the relative absence of corruption. Hence, the rate 8 of towns and villages that had issued the disclosure of official information ordinance (OINF) was used as an instrumental variable. This rate was calculated for each prefecture.
Apart from OINF, this paper used additional instrumental variables. People seem to trust each other if there is a place where they can communicate with each other. Yamamura (2008) found that the number of community centers is positively related to trust in Japan. Therefore, number of community centers (CCENT) was used as an instrumental variable. Not meeting with friends (NOFRD) was also used as an instrumental variable. One question included in the JGSS was "How often do you meet or dine with friends?" There were 7 choices for respondents from 1 (Almost every day) to 7 (Never). NOFRD was the rate of "Never" for each prefecture.
Results
In the interest of brevity, I focused on results for TRUST. The sample size was small.
Therefore, the jackknife method was used to calculate the standard error to make sure that results
were not spurious. TRUST yielded the positive sign in all estimations. As reported in columns (1) and (2) of Table 3 , results of the OLS model suggested that junior high school was statistically significant, but primary school was not significant. Regarding the GMM 2SLS model shown in columns (3) and (4) of Table 3 , results of the over-identification test did not reject the null hypothesis that TRUST is exogenous for primary and junior high school estimation. TRUST was statistically significant for not only junior high school but also for primary school. Furthermore, the value of the primary school coefficient was 0.92, which was larger than that for junior high school.
This suggests that the effect of social trust was greater on test scores of primary school students than on scores of junior high school students. These results imply that social trust has a greater role in improving performance of students in an early stage of education compared with a later stage.
Conclusions
This study explored how social trust affects achievement test scores, using prefecture level data of Japan. Major findings indicate that social trust improves language and mathematics achievement scores for primary and junior high school students. After controlling for endogeneity bias, the effect of social trust was greater on primary school scores than on junior high school scores. 
